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ABSTRACT 

Block grants have been defined as programs through 
which funds are provided to governmental units, such as state or 
local governments, based upon a statutory formula. They are usually 
provided for use in a defined, but broad, area and at the recipient's 
discretion. This document describes the historical development of 
these grants and the role of congressional, administrative, 
federal-state, and state-local relations in past and present 
performance of these programs. Additional definitions of block grants 
are outlined, and administrative goals and objectives for these 
programs are suggested. These funds are described as promoting 
economy and efficiency, program enlargements, decentralization, 
coordination, targeting, innovation, and control. The roles of the 
Law Enforcement Assistance Administration (LEAA), the Comprehensive 
Employment and Training Administration (CETA), the Community 
Development Block Grant Program, and Title XX (the 1974 Social 
Security Amendments) in providing block grants and assistance are 
highlighted. Evaluations of selected programs and relationships are 
presetted. Charts are included. (JflP) 
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IMTRCCOCnON 



Vith the Itiatguration of the Reagan administration, there 
has been an increased interest in the concept of block grants. 
Those i«ho are interested in this concept must ask, i^t is a 
block grant? This stuly answers that question, but to fully 
imJerstanJ the definition, one must look at the history of this 
fonn of federal grant-in-aid. Nat only does this stxiJy examine 
«xlstiTK block grant programs, but also the conditions which led 
to their creation and implenentation. 

Ttederal grant-in-aid programs have always had controls and 
reporting requirements. Block grents are no exception to this 
riilc. This stuJy reveals the various accounting, financial, and 

progranratic controls of existing block grant programs. These 

controls are Important in monitoring such programs and vary in 

their degrees of complexity. 

Ulock grants do not exist in a vacuun. Congressional, 

Administrative, federal-state, and state-local relations have 

affected the developnent arxJ present perfomance of these programs. 

Sirh relations will influence the future of this form of federal 

grant-in-aid. 

Block grants have divided pitolic powers between federal, 
state, arri local govenroents. There are lessons to be learned in 
the federal block grant experience. Whether these lessons will 
be heeded is vp to the AJminlstration and Congress. These two 
bnnches of the federal governnent must liltlmately decide whether 
this fonn of gmnt-in-aid equitably distributes p*lic power and 
has a future role in /American Werallsn. 



HISltKy 



«Rie precise relationship between the fifty Aneric&n SUtes 
Khich compose the Menl Union has yet to be defined because 
ours is a dynamic, not a static, repiblic. It can be said, 
however, that for the majority of time of our existence as a 
nation, the linchpin between the several states and the federal 
goveriment «as the Tenth AnenJment to the Weral Constitution, 
-The powers not delegated to the United SUtes by the Constitution, 
nor prbhibited by it to the SUtes are reserved to the States 
respectively ..." (1) Tb paraphrase the Bible, Anericans rendered 
unto the SUtes the things that were the SUtes' and to the Bads 
the things that irere the IWs'. 

The relationship seaned to serve the country well until tw) 
Twentieth Century events, the Great Depression and World War II, 
upset the eqmtion. The Great Depression was a disaster of such 
nagnituSe that sute and local goverments could not cope with 
its ramifications in areas traditionally reserved to these levels 
of goveriment. The federal govemnent in the form of the Roosevelt 
administration's "New Deal" programs intervened in these and 
other areas of govemnent and forever changed the federal-sUte 
relationship, giving more power and responsibility to the fonner 
at the expeise of the latter. An example of this intervention 
was the Social Security Act of 1935. "Trior to that time, 
responsibility for assisting people to dbUin services and relief 
restel primarily with sUte and local govemnent and with private 
charitable oiganizations. In addition to creating a federally 
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administered retirement jaxsgnn, the Social Security Act authorizaj 
federal grants-in-aid for state-run programB of inatei*nal and 
child health, child lelfare, and crippled-children's services and 
for inccne assistance to the aged, the blind, and children of 
families deprived of a male breadwinner." (2) 

liorld War II helped to solidify this trend. The federal 
govemnent, not the states, foight this lar, levying the enoirous 
tax burdens needed to finance it. After victory was achieved , 
Americans had grown used to large federal bidgets, paying more 
and more of their taxes to the federal governnent and less to 
state and local entities. 

There was no return to "noraalcy" in the post-World War II 
Anerica. Congress relied not so much on the Ttenth Anendnent but 
rather the Inderal Constitution's "Elastic aause" permitting it, 
"to i»ke all laws... necessary and proper for carrying into 
execution the... power. ..vested... in the... United States... ".(3) 
This national thrust to solve all problems; federal, state, and 
local, at the national level led to a proliferation of federal 
categorical programs. It also led to an erosion of the tax base 
an) the ptWic's faith in state and local goveriroent's ability to 
solve their own prdblcns. 

ftecause of this vast increase in IWeral power and 
responsibility, Cor«ress passed the "Executive a*nch of Governnent 
Act of 1947" (P.L. 80-162). This Act established a "Owiinission 
on Organization of the Biecutive Branch of the Governnent.. .to 
promote eoononv, efficiency and liiproved service..." (4) 
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Better knom as the First Hxver Oomnission, this body stuiierl 
the concept of streandining the feder&l govemnent. In the field 
of federal-state relations, the Hxfver ODmission recannended 
that a . . Systan of grants be established based uipn broad 
categories - such as highmys, education, pifclic assistance, and 
int>lie health - as contrasted with the present system of extensive 
Irapentation...". (5) (Bnphasis sillied). A second Ibover 
Cbranission reiterated this reconnendation six years later. (6) 

Oongress also passed the "Ocxmission on Inter-governmental 
Belations Act of 1953" (P.L. 83-10-)). This Act established a 
CCcmission to study and report to the Obngress the relationships 
between the federal goverment and state and local govenments. (7) 
Better known as the Kestnbaun Comnission, its report to Oongress 
took exception to the First and Second Hoover Coimission Reports 
in the field of establishing categorical grants to the states. 
The Kestitoaun Report stated, in part, that, "Ojce it is decided 
that a grant-in-aid should be made, the grant sh ould be carefully 
designed to achieve its speci/ied cb.lective . This requires 
careful attention to the shaping of apportioment formulas and 
matchii* requlronents, the prescription of standaids ind conditions, 
an) the provision for administrative machinery and procedures." 
(8) (Ftnphasis supplied.) 

During the Eisenhower administration, several attempts lere 
mde to consolidate specialized categorical grant*, in the fields 
of health, pAlic welfare, child health, vocational education. 
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MxA vocational rehabilitation Into 8ii«le broad authorization 
grants to the states to carry out said programs. These efforts 
faile) because of fears that grant consolidation vould result in 
reduced funding, loss of sifcstastial Meral control over proposed 
grants to be consolidated, and a perception that certain national 
<A>jectives would not be carried out. (9) 

In 1959, Congress passed the "AJvisory Odrmlssion on Inter- 
goverrmental Relations Act" (P.L. 86-380). This Act established 
a national bipartisan body representing the executive and 
legislative branches of federal, state, and local governments and 
the pvblic at large. The Qammission's major task was to monitor 
the operation of the American federal systfm and to reccmend 
Inpxxjvements. As a continuiis body, the Oonnission was created 
to go beyoTri such bodies as the Itoover and Kestribaun Oofimissions 
by addresslT* itself to specific issues and problems, the resolution 
t>f which woiild produce Improved cooperation among all levels of 
govemnent. The underlying purpose of the Oonmission was to 
strengthen the ability of the federal system to meet the problems 
of an increasiT«ly complex society by promoting greater cooperation, 
unJersta«1i!»5, anJ coordlmtlon of activities between the separate 
levels of govertment. (10) 

The "New lYontier" of the Kennedy administration and President 
Jbhnson's "Great Society" programs of the 1960 's saw a new 
proliferation of fedeml categorical grants passed by Congress in 
an attoT^jt to cure the nation's ills at all levels. But the 
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i«dei*l govemnent, "increasingly came to define the purposes for 

these grants not necessarily over the dbjection of the states. 

but often without any initiative fron than." (U) So national renalies 

«ere proposed. "Uterally hundreds of pro^jects and fornnjla-^used 

categoricals were approved, (by Congress) anJ the overall amount 

of federal aid to states and local govemnents increased nearly 

fivefold." (12) 

The coonJination among these grants had been viewed almost 
exclusively as a federal govemnental responsibility. "New 
wechanians for coordinating the actions of the granting agencies 
j^re proposed at the national level." (13) In 1966, Congress 
passed what later came to be known as the "Partnership for Health 
Act." This Act was actmlly tfo federal laws, the "Oamprehensive 
Health Planning anJ Piblic Health Services Amendments of 1966," 
(P.L. 89-749) (14) and the "Partnership for Health Amendments of 
1967" (P.L. 90-174) (15). These laws consolidated seven existing 
fomiila grants awaided to states for ccnbating specific diseases 
a«1 pitolic health prbbleiB into a flexible single grant to be 
awanSed on a matching basis to assist in meeting pifclic health 
needs identified throigh comprehensive planning. (16) They also 
consolidated aiiJ expartJed nine categorical fomila grant programs 
in the Pifclic Health Services Act for research and demonstration 
relatii« to the provisions of health services. (17). 

Before t .is consolidation, the federal goverment responded 
to health problems that came to national attention with a specific 
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grant directed at each anerging prbblem. One school of tho\«ht 
believed this was the best aj)proach to denonstrate federal 
leadership in controlling health problems. New prograre nere 
]>ref erred over the expansion of general health grants because it 
was felt that this approach highly targeted the impact of lljnited 
federal f iiancial aid rather than spreading such aid thinly mong 
mny c?onipetii« denanis made by state and local health departments. 
It was also felt that a unified national approach in health 
services had a better chance of succeeding over a diluted state- 
by-state approach. (IB) 

The other school of thoi«ht believed that piblic health was 
intrinsically a function best handled at the sUte or local level. 
They believed that the categorical approach hampered the ability 
of local health officials to develop balanced health programs 
adapted to meet local needs. (19) 

This dispute continued within the health care ccrmunity 
until early 1966 when President Johnson advocated the goal of 
providiT« good health care for every citizen to the limits of our 
country's capicity to provide it. The President recormended a 
program of grants to enable sUtes and localities to plan the 
better use of manpower, facilities, and financial resources for 
comprehensive health services. Categorical formula grants for 
specific diseases had led to an unnecessarily riRid approach to 
health prbblens, encouraging inefficiency, confusion, and failure 
to meet the neols of Americans. The PJdUc Health Service of the 
U.S, nepartment of Health, Wucation, and Welfare was reorganized 
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ftnS thJ» "Partnership for Health Act" became law. Sixteen federal 
grants had been consolidated into tio broad comprehensive pitolic 
health service grants. The Act also established a system of 
state and areawide conjjreherjsive health planning agencies. Basic 
administrative responsibilities were assigned to state health and 
TOental health departments. A single sUte plan, requiring HEW 
approval. «is maixJated. The purpose of the grants ws to support 
state health deparUnents. Althox«h local agencies were to provide 
services urrier these consolidated grants, the Act contained no 
"pass-throiBh" of fuiris to such agencies. The final authorization 
lor the Act was slightly more than the total of the prior 
categorical prograre that had been consolidated. (20) But the 
Act did not resolve potentially conflicting state and federal 
priorities in the fi-^ld of piDlic health. The Partnership for 
Health Act is considered to be the first federal block grant. (21) 
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In 1967, "the AJvisory Oaimission on Intergovermental 
Relations (ACIR) fourri that the (existing) grant-in-aid system 
lacked flexibility an3 needed overhauling. Althoi«h it conclxried 
that categoricsal grants should be retained, the Oonmission 
reconnended that a new 'federal aid mix' wcs needed, and urged the 
utilization of bloc(k) grants to consolidate categorical programs." (22) 

TTie ACIR has defined a block grant as, "a program by which fuiris are 
provHed chiefly to general purpose goverimental units in accordance 
ulth a statutory formula for use in a broad functional area, 
largely at the recipient's discretion." (23) 

The ACIR has further defined block grants by attributing 
five basic characteristics to them: 

(1) Inderal aid is authorized for a wide range of activities 
within a broadly defined functional area. 

(2) Recipients have sibstantial discretion in identifying 
prbblenB arri designing programs and allocating resources 
to deal with them. 

(3) AJninistrative, fiscal reporting, planning, and other 
federally imposed requirements are kept to the minimun 
amount necessary to ensure that national goals are being 
accomplished. 

(4) Ftederal aid is distributed on the basis of a statutory formula, 
which results in a narrwlng federal administrators' discretion 
aid providii« a sense of fiscal certainty to recipients. 
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(5) Eligibility provisions are statutorily specified and favor 
general purpose govertnental units as recipients and elected 
officials anJ administrative generalists as decision 
rakers." (24) 

Block grants should not t>e confused with general revenue 
sharing. Oeneral revenue sharing came about throi«h dissatisfaction 
with some foiTO of federal grants-in-aid of the "Great Society". 
IhiriT* the early 1970's, the mxon administration proposed changes 
m dispensing certain grants-in-aid. Known as the "New Ftederalism." 
certain federally-fu«Je3 programs were to be implemented by 
elected officials in states, counties, and cities, lb achieve 
this end', congress passed "The State and Uxal Fiscal Assistance 
Act of 1972" (P.L. 92-512). better known as the Revenue Sharing 
Act. (25) Broadly stated . general revenue sharing allows for the 
distribution of furxls by fomula with fe*- or no limits on the 

purposes for ^ich they may be spent and few if any restrictions 

on the procedures by which they are spent. (26) 

mock grants shoiid also be differentiated fran categorical 

grants. Categoricals are "grants that are intended for use only 

for the specific program for ^ich the aid is extended and usually 

are limited to narrowly defined activities." (27) 
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APmm STRATI VE OPALS AND OBJECTIVES OF BLOCK GRAFTS 

In order to urxJerstairi block grants, one must know not only 
the definition of block grants, but also have a knowledge of 
their administrative goals and objectives. 

APmWSmTIVE 00AU5 

Fbur specific administrative goals can be identified with 
the block grant approach: 

(1) Comprehensive planning and program developn^ent for 
broad functional areas. A major goal of the block grant 
is to promote comprehensive planning for functional 
fields an3 to alio*- the recipient goverments flexibility 
in meetit« the needs which they identify. 

(2) Pronotion of uncomplicated intergoverrmental relationships. 
Block grants reduce the nuiiber of participants. Funds 
are channeled to fifty states rather than hundreds of 
state, local and private sources. 

(3) FJimination of federal control and domination. This goal 
suggests the transfer of many administrative and review 
responsibilities from the federal goverment to state 
goverments. 

(4) State authority to allocate funds. This goal allows the 
state to make grant allocations to local goveriments as 
well as to private groups. (28) 
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OBJBCnVES OF BLOX GRANTS 

(1) Economy and efficiency . Block grant proponents argue that 
econcrv and efficiency «ould occur as a byproduct of the 
authorization of f uixJs to be used in a broadly defined functional 
area rather than in several narrowly specified categories. R)r 
example. Instead of authorizing indJvidual grants for training, 
equipnent purchases, research, and personnel compensation to each 
component of the system, a block grant wiild be established to 
aid the planning aixl implementation of a comprehensive program. 
State arri local recipients mould determine the mix of activities 
best suited to meeting their needs. The absence of specific 
categories would reduce the possibility of duplication among 
federal assistance programs serving similar functions or 
neejs, even thoigh they establish different intergoverimental, 
fiscal, progranmatic, and Jurisdictional relationships. Wide 
scope arri strvctural simplicity wiild help lower administrative 
costs, because recipients »ould not have to spend sitostantial 
amounts of time identifying the agencies having funds available 
for 11,'hich they might be eligible. 

(2) Prr yram enlarggnent . A second and quite different 
dbjective of the block grant is what has been called "improvement 
throi«h emai^enent". Altho«h refomers may seek to realize 
greater econorty an) efficiency throi«h the merger of related 
categoricals, the reduction of red tape, administrative costs 
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an) overlapping responsibilities may not always be a totally 
cowincir* argiment. Consolidation raises concerns among recipients 
about their future funding levels, even where the candidates for 
merger have relatively limited functional scope and snail dollar 
mounts. As ws evident during the 1950's the prospects for 
enactment are diminished if block grant proposals fail to provide 
certainty that present grantees will not be affected adversely in 
their previous fuixlir^ levels. Such assurance nonnally is 
accomplished throigh distribution formulas that incluJe prior 
futxJing levels aixl throvgh hold-haimless provisions designed to 
gradually wean certain grantees from excessive dependence on 
federal aid. The net effect noiild be to raise appropriations 
above categorical program levels, as old functional and Jurisdictional 
interests are accomtxJated and new directions are being charted. 

(3) nprentriLlization . Under a block grant, recipients 
be encouraged to identify and rank their problems, develop 
plans arxl prograns to deal with them, allocate funds amor« the 
various activities called for by these plans and programs, and 
account for results. At a minUnun. the role of the central and 
regional offices of the federal administering agency would involve 
prrmilgatiTC regulations and guidelines, providing advice and 
assistance to recipients during the various stages of impler^ntation. 
considering plans prepared by grantees, maintaining financial 
records, perfonning periodic auJits, evaluating perfonnance, and 
reportir« to the President arri the Congress on the achlevenent of 
national purposes. 
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(4) Coordination * Hock grants have been vieved as having 
significant potential to achieve coordination. They are often 
considered as alternatives to categorical progranB, maty of which 
teiri to accentuate specific progranmatic, professional, or 
political interests. Block grants could eliminate federal 
intradepartnental coordinative prbblore arising from nunerous 
categorical grants in the same functional area. Ctoordination of 
the activities of related recipient governnent agencies within a 
broadly defined functional terrain also could be achieved. 

(5) Tto-getir^ . Some observers consider block grants to be 
a major method of targeting federal funds on Jurisdictions having 
the greatest need. This purpose wiild occur by the authorizing 
legislation incluJing a formula that "ctojectively" measures needs 
for the particular type of assisUnce-using population, income, 
unenployment, housing overcro«Jing, and other appropriate data. 
Whether these data are accurate indicators of need and can be made 
available in a timely fashion are critical concerns. 

Targeting of furrJs also would take place as a result of the 
flexibility accoided to recipients by the block grant. Within 
the broad scope of federally-aided activities, recipients lould 
have wide latitule in allocating funds to programs that are of 
high priority arri in shiftirg monies among activities in response 
to chinglng conditions. 

(6) innovation . Another dbjective soi^ht by sane block 
gmnt proponents is innovation, i.e., recipients toiild use Weral 
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furfs to lamch activities that otherwise could not or lould not 
he lariertaten. This purpose reflects the belief that block grants 
should have a stimilative effect in addition to providing support 
for ongoii« activities and relief fron fiscal strain. 

(7) Generalist Control. The block grant is sometimes 
associated with control of grant-in-aid decisioiriaking by 
generalists-elected chief executive and legislative officials and 
administrative generalists. This is an Important corollary to 
decentralization, because polio decisions wuld be made by those 
who presunably were more aiare of and accountable to comunity 
interests. The intent lould be to curb the pressures of the 
functional specialists and interest groups that have been generated 
over tine by categorical aids and to restore the generalist to an 
authoritative position vis-a-vis the flow of federal funds into 
his Jurisdiction. The basic point is that responsibility for 
mterfunctional coonJination and accountability for the results of 
federally-assisted programs lould be on the shoulders of those 
who are directly elected by the people or those who are responsible 
to such officials. (29) 

In eight years following the creation of the "Partnership 
for Health Act." Ooi«ress created four more federal block grant 
programs: the Uw Enforccrent AssisUnce Administration (l£AA). 
the C3omprehensive Driployment and Training Administration (CCTA). 
the Oonwunlty Developnent Mock Grant Program (CDBG), and Title 
XX of the Social Security Act of 1935, as amended. Bach one of these 
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block grant prcsgnuns will be discussed separately. A aritl^ 

mock Grant, the "Transport Supplementary Grant" will also be discussed. 

LEAA 

Ihe year 1968 had more than its share of political 
assassinations, uiban civil disorders, and campus unrest. In 
response to this breach of law and order, Oongress passed the 
"Onnitaus Crime Control and Safe Streets Act of 1968" (P.L. 90- 
3S1). This law was enacted, "to assist state and local goverments 
in redu2ii« the incidence of crime, to increase t^e effectiveness, 
fairness, a«J coordination of law eoforcanent and criminal justice 
systans at all levels of government, and for otiiCr purposes." (30) 

lb carry out ttils mandate, the law Enforcement Assistance 
Alministration (1£AA) was established. The purpose of the l£AA 
is to assist state and local goverments in strengthening and 
Improvii* law enforcement and criminal Justice at every level by 
providii« national assisUnce. This assistance provided by the 
U:aa is primarily in the foxro of block grants to the fifty states, 
the District of Colutbla, Anerican Samoa, Guam, Puerto Rico, the 
Virgin Islanls, the Trvst Territories of the Pacific, and the 
Itoriana IslanJs. (31) It was the first federal program designed 
to operate as a block grant from its outset rather than a 
consolidation of previously separate categorical programs. (32) 
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The program allocated federal assistance to the states 
«hile pennlttii« each state to develop prograns in accordance 
with state anJ local needs. The block grants are awarded to each 
state when it establishes an) operates a State Planning Agency (SPA) 
lor law enforcement and criminal Justice. This SPA prepares, 
develops, anJ revises an annual comprehensive statewide plan for 
the In^xrovanent of law enforcement and criminal Justice throiehout 
the state. The plan sets forth the programs, projects, and 
priorities developed by the SPA in conjunction with regional 
airS/or local plannii* units within the state. Tie state plans 
are then sitomitted to the l£AA for approval. If the plan is 
approved,- 1£AA awart's the state a block action grant to implement 
the program. 

The LEAA may also award discretionary action grants to states 
art /or uni^ of local goverment or private, non-profit organizations 
pursmnt to law, regulation, and/or guidelines established by 
the UJIA. Other IXAA programs incluJe but are not limited to 
providir« assistance for training, education, research, and 
develoiment to improve law enforcement and criminal Justice, to 
develop new methods for the prevention and reduction of crime, to 
make grants for the construction, acquisition and renovation of 
correctional institutions, an) similar purposes. (33) 

The IZAA's enablii« legislation has been amended six times 
by the "Omnibus Crime Control Act of 1970" (P.L. 91-644), the "Crime 
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Control Act of 1973" (P.U 93-83), the -Juvenile Justice and 
Belimuency Prevention Act of 1974" (P.U 93-415), the -Pitolic 
Safety Officers* Benefit Act of 1976" (P.L. 94-430), the 
^*Me Control Act of 1976" (P.L. 94- 503), and the "Justice 
3yster. Iriprovenent Act of 1979" (P.L. 96-157). This legislation 
has been codified at 42 U.S.C. 3701 et. sej. and 42 U.S.C. 5601 
note. 

The regulations which further define the law can be found 
at 28 CFR Parts 18 and 30. The lEAA has promulgated guidelines 
to further define these regulations. An example of their canplexity 
can be seen in the allocation and required reports of the program. 
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Eighty-five percent of the funds are distributed to the 
states on the basis of population. The reraaining 15% of the Part C 
appropriation conprises a discretionary fund. Discretionary 
funds have supported a wide variety of undertakings. In the case 
of the jtiJiciary airi high-crime local Jurisdiction, there is some 
evidence that these monies have been us^l to fill gaps in block 
grant awards. (34) 

As originally enacted, l£AA recipients had to match the 
federal funis that they received. Varying formulas were set 
forth in the Act. R)r the planning programs, the federal rtiare 
«as 90 percent. R>r most police, courts and corrections programs, 
the fedeml share was 60 percent. R)r organized crime and 
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disonSers programs, the fedenl tfuu« was 75 percent. R>r 
construction projects, the federal share vas 50 percent. 

In 1971, the Congress authorized federal funds to be used 
to cover up to 90% of the costs of correctional paixjgrams for Part E 
grants. TVo years later, Oongress raised the federal share for 
Part C grants to 90% with the exception of construction, which 
remained at the 50% level. 

The matching requirement is not the only provision that 
lin5.ts recipient discretion over funding. Another limitation is 
that personnel ccnpensation is not to exceed one-thirt of project 
costs. This is a measure designed to avoid dependence on federal 
dollars for salary sv^iport. (35) 

REQIHRED REPORTS UTCCT lEAA 

(1) State Canprehensive Plan . Hiis is an annual report 
svbmitted to th -> Uw Enforcement Assistance AJministration. The 
State Comprehensive Plan provides a description of existing law 
enforcement, criminal justice and juvenile justice systems, and a 
description of existing resources available to support these 
systens. It describes in specific terms the methods and procedures 
to be used to assure regional and local developnent of the 
oorpprehensive plan. It also describes in general terms the plan 
implementation process and strategy. 

(2) Three year Canprehensive Budget Report . The multi-year 
forecast sets forth what progress the sUtes expect to make toward 
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goal achievenents in the next three years. The multi-year buJget 
describes the estimated cost of these acccmplishnents. The Multi- 
year buJget is treated as an estimate and a guide for resource 
nesSs anl resource allocations for the future. 

(3) Financial Reports , iiccording to U.S. Department of 
Justice Ibmal, Section 4100.1 E, State Planning Agencies (SPA) 
shall sifcinit sich financial reports as may be required on fonns 
approved by 0MB aid prescribed by l£AA. Financial data is 
currently beii« reported on the a© H-1 f om. 

A concern frequently expressed by SPA's relates to the 
financial reporting procedures and amount of paper lork required 
by 1£AA, «hich overloads their staff and leaves little time for 
genuine planning. As a result, the reports have become, in the 
View of sane states, a conpliance docunent, rather than instrunents for 
^ystetatically addressing present and future sUte and local crime 
red\iction needs. (36) 
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CETA 

One of the federal goverment's first manpcawer ppograms «as 
the -anlth-Itess Act of 1920" (41 Stat. 735) which createJ the 
Vocational Rehabilitation Mministration. This legislation was 
followed up by other manpower programs such as the "United States 
Btployment Service In 1933,- the XI Bill of Rights in 1944," the 
"Dnploynent Act of 1949," and the "rittional Defense Biucation Act of 
1958." 

Durii^ the 1960's, federal manpower outlays increased sevenfold, 
largely because of three pieces of legislation: the "Area 
Redcvelopnent Act of 1961" (P.L. 87-27), The "Manpower Developnent 
an) Training Act of 1962" (P.L. 87-415), and the "Economic 
Opportunity Act of 1964" (P.L. 88-452). (37) 

At first there was little concern about the d\?>lication, 
overlappii«, anJ proliferation among the sponsors of these manpower 
efforts. However, the ?ttxon administration's emphasis for 
decentralizii^ social programs was bound to affect manpower 
efforts. If such prograns were to be transformed into a continuing 
effort to alleviate employment and training deficiencies, more 
local active control over and Bupfort of the manpower system «fas 
necessary to better adapt programs to local needs. One of the 
most effective an) efficient ways of delivering manpower services 
locally was to consolidate various programs under a single sponsor 
who woiild be able to offer all the training, employment, are! social 
services necessaiy to help fun) sustained enployment. (38) 
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m 1970, proposed legislation to achieve this end f»s passed 
hj both Ito«es of Congress, but vetoed by President Nixon because 
It i^tained too nany categorical prxjgrams and established a pifclic 
enployment program. (39) Three years later, the "Oxnprehensive 
B^plqyment aid Ttainlng Act of 1973- (P.L. 93-203) became law. 
The Act was passed to assure opportunities for employment and 
trainii« to unanployed an) underenployed persons. (40) Its first 
Title established a block grant through the consolidation of 17 
categorical pn)g«ms. The Act has been amended by the "Comprehensive 
Ttaployment a«J Training Act of 1977" (P.L. 95-44) and the 
"OoTiprehensive Dnployment and Tl-aining Act Amendments of 1978" 
(P.L. 95-525). 

The comprehensive Employment aril Training Administration 
(CETA) set up by the Act makes block grants to about 460 state 
atri local units of goverrnent which serve as prime sponsors under 
law. Prime sponsors identify employment and training needs in 
their areas airi plan arri p«>vide job training and other services 
required to meet those ne«3s. The goal of CETA is to provide 
training a«J enployment opportunities to increase the earned 
l««ne of econanically disadvantaged, unemployed, or underemployed 

persons. (41) 



ERIC 



25 



-22- 



ALUTATION OF CETA TONDS f TITLE I) 

TiUe 1 of the Act establishes ft program of block grant 
assistance to sUte arri local goverments (prime sponsors) for 
oon^srehensive mnpower services incluJing training, employment, 
counseling, testing, placement, and supportive services. Cities 
an) counties of 100,000 population or more, or ccnbinations of 
local governnents (consortia) in «hich one merber meets this 
popiaation floor, are eligible to be prime sponsors. 

Eighty percent of the funds authorized under this title are 
distributed among prime sponsors in accordance with a three-factor 
f omula: 50% of this amount is allotted bas'ri on relative amounts 
of previous manpower fuiriing. 37.5% based on the relative nuitoer 
of unemployed persons, airi 12.5% based on the relative nurtoer of 
low-inccne adults. Ctf the rinaining 20 percent, five percent 
is set aside for vocational education grants, four percent is for 
state manpower services, arri the ranaining amounts constitute the 
Secreury's discretionary fund. 

In H 1975 (first year of the Act) prime sponsors were 
assured that they ^uld x«:eive not less than 90% of their funding 
level durir« the previous fiscal year. (42) 
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RBCJUIRED REPORT? UNTHl CETA 
ach prune sponsor shall sibralt five periodic reports which 
tdll be xsed by the Secretary to assess its performance in cariying 
out the dbjectives of the Act. Reports 1, 2, and 3 of this 
section shall be prepared to coincide with the ending dates of 
federal fiscal year quarters. These five reports are: 

(1) The Program Status Sumary. 

(2) The Financial Status Report. 

(3) The Quarterly Suimary of Participant Oiaracteristics. 

(4) Annxal CETA Program Activity Suinary. 

(5) Annual Report of Detailed Characteristics. (43) 

Prime sponsors may, from time to time, be required to prepare 
aixl sxJsmit additional reports requested by the Department of 
lahot and other federal agencies for the perfonnance of the legal 
responsibilities of these agencies. Detailed descriptions of the 
five re^^rts are in the Fbrms Preparation Handbook. (44) 

-mere are seven more Titles to the Act. Title 11 establishes 
pn«rams administered by state a«l local prime sponsors to provide 
comprehensive employment and training services for economically 
disadvantaged pereons; Title III establishes national programs 
administered by the Secretary of Ubor. Title IV establishes a 
broad rar«e of coonJinated enployment and training prograr.is lor 
youth; Title V establishes a Ibtional Oarmission for Dnployment Itolicy 
Title VI authorizes tenporary services in piblic service Jobs 
during periods of high unemployment; Title VII authorizes activities 
to increase the involvonent of the private sector in «np.oyment 
an) trainif« activities; and Title VIII establishes a Young AJult 
Oonservation Oorps. (45) 
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Before the mid TVentieth CJentury, federal involvement in 
housiic seaned to be limited to wartime necessity. During both 
Ibrld Wars, the United States goverment built housing to 
accoirodate irriividuals norking in far industries such as 
shijtouildir« anS munitions plants. After victory was ion, federal 
funJs were spent for veterans seeking housing. The Great Depression 
also forced Uncle Sam into the housing business in the form of 
mortgage insurance programs, rent sifcsidies, and pifclic housing. (46) 

However, the federal goverment didn't become involved in 
hou5ii« on a large-scale sustained basis until passage of the 
«}tousii« Act of 1949" (P.L. 81-171). Fbr the first time. Congress 
stated a national housii« goal by declaring, "the general welfare 
aid security of the nation and the health and living standards of 
its people require housing production and related comminity 
developnent sufficient to remedy the serious housing shortage, 
the elimination of sifcstairiard... housing... and the realization.. .of 
a suitable living enviroment for every American family." (47) 
Tbis Congressional goal was furthered by such legislation as the 
"totsing Act of 1954" (P.L. 83-560), the "Housing Act of 1961" 
(P.L. 87-70), the "BauslTC and Developnent Act of 1965" 

(P.U 89-117), which created a federal department to address this 
issue, anJ the "Danonstration Cities and the Metropolitan Act cf 
1966" (P.L. 89-754). 
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With the passage ot the "Hausing and Uifean Developnent Act 
of 1968" (P.L. 90-448), it had become apparent that the categorical 
approach of Inderal aid in housing was reaching its limits. 
Future national legislation for this purpose «ould have to be 
better coordinated and consolidated. (48) 

In his State of the Union ASdress for 1971, President Nixon 
proposed a special revenue-sharing program which fould consolidate 
130 categorical programs into six broad-purpose packages to be 
provided to state arri local governnents with few requirements and 
no maaJatory matchir« funds. One of these six categories was 
housii«. Tvo months' later, the President proposed a specific 
plan for special revenue-sharing for urban comunity developnent. 
'me Danocratic CoT«ress, however, favored a program which had 
sufficient federal controls to guarantee that national etojectives 
which had been established in housing and conmunity developnent 
since 1949 wuld be continued. This less flexible approach was 
referred to as a block grant. (49) The compromise between the 
White Itouse arri Capitol mil became known as the "Ibusing and 
conmunity Developnent Act of 1974" (P.L. 93-383)," an Act to 
establish a program of Oamunity Developnent Block Grants." (50) 
•me Act was amerried by the "Housing and Conmunity Developnent Act 
of 1977" (P.L. 95-128) atri the "Housing and Oxnunity Developnent 
Amerriments of 1978" (P.L. 95-557). 
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With the creation of the Ocatrmunity Oevelopnent Block Grant 
Program (C3)BG), seven federal categorical grants-in^id programs 
(UAan Renewal, Model Cities, nater and Sewer Fkcilities, Q)en 
Space, NeigMaorhood l^ilitics. Rehabilitation labs, and Piblic 
Ricility loans) were consolidated into one block grant. (51) Tiro 
major HUD prograre. Section 312 (Rehabilitation Laans) and Section 
701 (Comprehensive Planning and Managanent Assistance) were not 
folded into the block grant. Indeed, other non-HUD federal 
housing prograro sich as the U.S. Department of Agriculture's 
Fanner's Ht» AJministration, the U.S. Oatinerce DeparUnent's 
Econcmic Developnent ^ministration, the Appalachian Regional 
Comission, anJ the Enviroimental Protection Agency were also not 
a part of the CDBT, progran. Suffice it to say that a sibstantial 
portion of federal housing aid is not a part of a)TC. (52) 

The CDBG program differed from other federal block grant 
efforts becavse for the first time a block grant basic program 
bypassed the states anJ established a direct federal/local 
relationship. (53) The primary cibjectlve of TtUe I of the Act 
is the developnent of viable urban comminitles by providing decern 
housing anJ a suitable llvir« envirotment and expanding economic 
opportunities, primarily lor lo^nand moderate-income Individuals. 
Specific bbjectives incluJe: elimination of sluns, an increase 
of the supply of low to moJerate housing, elimination of unsafe 
coTiJitions, conservation of existing housing, improved pitolic 
services, national utilization of the land, and pr jservation of 
property with special value. (54) 
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AUOCATION OF O0?.MUNITV DEVELmg WT FUNDS 

• 

Conmunity Developnent laock Grants are potentially available 
to states anJ units of local goveronent of all sizes regardless 
of their designation under state law as cities, counties, or 
villages. Howver, the Act establishes categories of eligible 
apiilicants aixJ treats them differently depending upon their size, 
their location, and their type of govemnent. (55) 

Eighty percent of the funds are allocated to metropolitan 
areas, nftile the renaining twenty percent are allocated to non- 
metropoliUn areas. Within the metropolitan area category, three 
methods of allocation are provided: by formula, by a hold-hannless 
deteraination. atxJ by discretionary grant. Within the non- 
metropolitan area category, there are only two methods: by 
discretionary grant a«J by hold-harmless determination. 

•me following factors are used in detemining the basic 
grant amount of a metropolitan city under formula funding: 

(1) The population of that metropolitan city and the 
population of all metropsliUn areas. 

(2) The extent of poverty in that metropolitan city and 
the extent of poverty in all metropoliUn areas. 

(3) The extent of housing overcro«Jing by units in that 
metropolitan city atri the extent of housing overcro«ding 
by units in all metropoliUn areas. 
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(4) The extent of growth lag in that metropolit&n city and 
the extent of growth lag in all metropolitan cities. 

(5) The age of hoxcing in that inetropoliUn city and the age 
of housii« in all metropolitan areas. (56) 

Hold-hamaess f uixJs are minlrnm furri allocations which are 
corpited from the sun of the five-year average of all grants, 
loans, or advances received by the applicant under each of the 
consolidated prograins over the preceding five fiscal years. 

Discretionary grants are the final category of funding, 
•m^ are available to states and to all units of local goveriment 
-fc-hich do not qualify for automatic entitlenent. These funds are 
to be allocated on a competitive basis according to procedures 
anJ criteria established by HUD. Any funds not utilized by 
cotmuinities unJer the formula provisions will be reallocated to 
this funding pot. (57) 

RPPUIRED REPORTS \5W£R OOMMJNITy DEVEIOPENT 

(1) General ReTx>rts . Recipients will sxtomit such reports. 
IncluJing litigation reports, as the Secretary may require. 

(2) Financial Man; »f ^«=«T.ent Reports . Bach recipient shall 
sil>mit stch financial reports as are deemed necessary by the 
secretary, consistent with the requirements of 0MB Circular 
rto, A-102. 
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(3) Relocation and Acquleitioti Reports . Recipients will 
report at least annually on a form prescribed by the Secretary, 
on nuit>ers of persons and businesses relocated, nunbers ronaining 
In the relocation irorkload , and a general breakJown of relocation 
costs and real property acquired. 

(4) Equal Opportunity Reports . Recipients shall sibmit 
such reports as my be necessary, pursuant to the rules and 
legijlations under Title VI, Civil Rights Act of 1964; Title 
Till, Civil Rights Act of 1968; Section 3 of the Housing and 
Urtjan Developnent Act of 1968; Section 109 of the Act, Executive 
Order 11246; and Executive Order 11063. 

(5) Perfoironce Reports . Each metropolitan city or usban 
county entitlement recipient ihlch receives a sitosequent entitlement 
grant shall s\l>mlt a performance report to HUD which contains 
ccflTleted copies of all foims and narratives prescribed by the 
Secretary. (58) 

nNANCIAL RBC30RDS TO BE MAINTAINED RECIPIENT 

Recipients are to mlntaln records. In accordance with Offfi Circular 
Tto. A-102 . Attactment G, which identify adequately the source and 
application of funds for grant-supported activities. These 
reconSs shall conUln infoimatlon pertaining to grant aiards and 
authorizations, dbllgatlons, assets, liabilities, outlays, and 
Income. (59) 



33 



-30- 



SUte and local units of govenment, other than those 
receivin; an entitlement grant, may apply for the metropolitan 
and noiwnetropolitan balance funds to carry out conrwnity 
develppnent i ii i a gra m s such as the Snail Cities Progran. Title I 
of the Act reserves three percent of the total funds for the 
Secretaiy of HUD to make discretionary grants for certain 
acti -ities. Alditional funds are available for grants to local 
units of government having urgent needs which cannot be met 
thron5h the operation of the allocation provisions of the Act. 
These f urrJs are used primarily to assist in the corpletion of the 
predecessor categorical programs, especially the urban renewal 
ps^ograms* (60) 
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TITLE 3K 

Durii« the Kennedy &nd Johnson •dministrations, social service 
legislation for the aged, blind, disabled, and families on Aid to 
Itailies with Dependent Children was passed in the hope that 
providing such services to i»elfare recipients roroves then from 
the welfare rolls. ?y the time of the r.xon administration, 
however, the financial control systan for these programs las so 
poor that a nuitoer of states were utilizing the programs to fund 
services which traditionally had been funded primarily by sute 
govemnent. It was possible to do this because the services were 
paid out of open-ended Social Security funds. (61) 

The Niw)n administration first attempted to restrain such 
speii3ii«. In addition, strict limitations on the types of services 
which could be fu«S€d were proposed. Wnally, the "Sscial Security 
Aneiriments of 1974" (P.L. 93-647), "an Act to amend the Sxrial 
Seciffity Act to establish a consolidated program of federal 
financial assistance to encourage provision of services to the 
states," was passed. (62) Known as Title XX, the program was 
considered to be a block grant because the federal govemnent 
acknowledged that it did not know What services should be provided 
to the sutes in certain areas. It allows the states to decide 
this airi gives than the money to design their own social service 
programs. (63) These state programs must address five goals: 
self-support, self-care, protective services for children and 
adults, the prevention or reduction of institutionalization, and 
provldii« institutional care when other types of care are not 
appropriate. (64) 

35 



-32- 



Tltle XX Is a consolidation oi title IV-A. "Aid to Families with 
DepenSent Children" and Title VI. "Grants to States for Services 
to Aged, Blinl, Or Disabled," of the SocUl Security Act of 
1935, as amended. It has given the stotes greater control over 
these pro g r are and has placed a financial cap on then. The law 
has been antenSed by the "tbtional Graphite Suspendel Duty" 
(P.L. 94-120), the "Social Security Act-Child Care Services" 
(P.L. 94-410), anJ the "Social Security Act Dttension" (P.L. 95-171). 
It is administered by the U.S. Department of Health and Kunan 
Services' Office of Program ODordination and Review (0PC31). 

r 

AlIiXATION OF nJ?PS UTPER TITLE XX 

Putris are allocated to stotes on the basis of population, 
•me allotment for each stote is proroulgated for each fiscal 
year by the the Secretary prior to the first day of the third 
month of the precedii« fiscal year, on the basis of the population 
of each stote an! of all the stotes as detemined on the basis of 
the nost recent satisfactory dato available from the Department 
of Ocrmerce. 

Title XX allows for federal financial participation at t«o 

matching rates: 

(1) Seventy-five percent federal financial participation. 

The participation is available at the 75% rate for service 
costs, and for personnel training and retraining directly 
related to the provisions of services. 
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(2) fttnety percent federal financial participation. This 

participation is available at the 90% rate for costs of family 
planning services. (65) 

REPPRTINTi REQUIREMENTS UNDER TITIE XX 

According to 45 CFR 228.17: 

(a) Each state which participates in the program shall 
maintain or supervise the maintenance of records necessary for 
the proper and efficient operation of the program, incliriing 
records regarding applications, determinations of eligibility, 
the provision of services, and administrative cost. Participants 
shall also maintain statistical, fiscal, and other records 
necessary for reporting and accountability required by the 
Secretary in accordance with 45 CFR Parts 201 and 205, and 

shall retain such records for such periods as prescribed by the 
Secretary. 

(b) The state agency shall make such reports in such form 
and containing stch information, as the Secrtary may from time to 
time require, and comply with such provisions as he finds necessary 
to assure the correctness and verification of such reports. 

BRITISH TRAfEPORT 'SYSTEM 

Prior to 1974, the English used a series of grants to support 
their local transportation sj^stems. By the early 1970 's, this 
series of specific grants was seen to be producing an unsatisfactory 
result, and the need for refom was a corrmDn ground between the 
goverment and the House of Corrmons' Select Oomnittee on Expenditure. 



ERIC 



37 



-34- 



Ttiese specific grants seemed to be at odds with the comprehensive 
approach to transport planning which the government wished to 
encourage. To resolve this conflict, the specific grants were 
replaced by a block grant, the "Transport Supplementary Grant." 

Tbe aims of the new grant system as set out in the relevant 
Department Circular were: 

(1) PromDte the developnent and execution of comprehensive 
transportation plans. 

(2) Eliminate bias towards capital or current expenditures, 
or towards particular forms of expenditure. 

(3) Distribute central goverrment grants in a way that 
reflects as far as possible the needs of individual areas. 

(4) Reduce the degree of detailed supervision by central government. 

In developing the new grant system, the original intention 
of government was to produce a financial framework within which 
sensible local transport planning could take place at a local 
level. Central goverrment would be able to signal its approval 
or disapproval of the programs put to it, and wDUld retain a 
small measure of control. In reality, however, there is strong 
central goverrment control, which is due tc an interventionist 
approach which presupposes that central goverrment "knows best." 
Nevertheless, the new grant system is an improvement on what went 
before arri remains a suitable environment for local transport 
planning. (66) 
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EVAUIATION 

Block grants mean differnt things to different people. Some 
have ignored the ACIR definition and called them unconditional 
gnints fron the federal government to sUte and/or local governments 
mhich can be used for any proper purposes in broad functional 
areas. (67) What, therefore, has been the federal block grant 
experience and i^t can be done to leara fron it? 

At present, over half the federal bu5get is devoted to 
assistance pnsgrams. The rate of growth of federal assistonce 
over the past fifteen years has been dramatic. Assistonce to 
stote anJ. local goverment has grown from 15 billion dollars 
in 1967 to over 88 billion dollars in 1980. Bederal assistonce 
has helped to create medical technologies that have saved millions 
of lives, a national system of airports and highways, and roeanirgful 
edicational opportunities. Yet the fragmented lay in which 
federal assistonce has grown and now operates limits the federal 
govemnenfs ability to use assistonce as an effective means of 
achieving national piblic purposes. 

Fbderal assistonce programs have long had problems in 
administration. Major efforts have been made to Improve the 
financial arri the administrative aspects of program management. 
But in the past fifteen yea-s, federal assistonce has so grown in 
total dollar value, in the variety of program purposes, in the 
nuTtoer aid types of recipients, and in the multiplicity of 
addj .ional goals attached to the programs that the result is a 
higher onJer of cajplexity than ever existed before. While efficiency 
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and eeonony in managing individiAl prograns remains a major goal 
for jnfclic administration, what is now required is a new federal 
capacity to reconcile differences and strengthen program iranagenent 
across the govemnent. 

Itoday, there are over 1,100 individual federal assistance 
programs or activities available to recipients as cornered with 
868 in 1970. This growth has been accompanied by an increase in 
the nuiber and types of entities eligible to apply for assistance. 
The nurber of federal assistance programs lould have been far 
greater had it not been for some major block grant consolidations. (68) 

Block grants and revenue sharing, both general and special, 
were the baddxsne of what the NLxon administration called the 
"Itew Tbdaralian." Supporters of the concept believed that power 
should be shifted away from Washington, D.C. to state and local elected 
officials because they could be held politically accountable and 
were "closer to the people." Decentralization loiild sibstantially 
linprove the match of local programs with local needs and 
priorities. Opponents agreed or the need for untangling the 
"categorical mess" of overlapping and duplicative laws, but 
maintained that federally^naged laws insured high priority for 
the poor, minorities, and urtan areas, and that sUte and local 
control wovad diminish concern for all three. (69) 

Tbe block grants eventually passed represented a different 
compronise between the "no strings" approach favored by the Nixon 
administration an) imst local officials, and the "tight and many 
striuss " approach pushed by liberal Congressional Datocrats. 



ERIC 



40 



-37- 



Anons these strings vere general policy and administrative 
Tequireraents called "cross-cutting" becaise they apply to assistance 
programs of more than one agency or department. Sane of these 
cross-cutters inclule such legislation as Title VI of the Civil 
Rights Act of 1964 , 06HA requironents, and Section 504 of the 
RehablliUtion Act of 1973. Over half of these requirements have 
been praniilgated over the last ten years. (70) 

One of the characteristics of a block grant is that 
tdininistrative, fiscal reporting, planning, and other federally- 
established requiranents are kept to a minlmun. In reality, this 
nay not be the case. 

1£AA (Depar-ianent of Justice) 
llany of the strongest complaints about the block grant 
program by state, regional, and local officials center on the 
guidelines. Tbey consider the guidelines to be restrictive, 
Inconplete, repetitive, and overly detailed. A concern frequently 
expressed by the states relates to the financial reporting 
procedures and amount of paperwork required by I£AA. This 
papervrork overloads staff and leavs little time for genuine 
planning. (71) 

After contactit« the C»iicago Regional Office of LEAA, it was 
discovered that their amount of paperwork has not been minimized 
by a block grant. The LEAA Block Grant involves as much pajtenork 
for then as categorical grants. (72) (See AtUchments 1-5). 
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CCT A (Department of Labor ) 

Durli« the first year of impilanenUtion, the Departnent of l^r 
(DOL) basically followed a revenue-sharing style of administration. 
AlthoiBh relationships varied from region to region, generally 
8peakii«, TCL Has far from intrusive. In fact, in some regions 
it «as almost invisible. 

Beginning with fiscal year 1976, a change took place. The 
Department of Labor became more active in its stewardship of the 
block grant program. Sponsors were required to report more 
frequently ani to supply more information on their fiscal 
transactions, participant characteristics, placanent rates and 
costs, airi related matters. Pitolic hearing and auliting procedures 
also were tightened, as wer« defir cions of key tenns in the Act. 
Some sponsors viewed these actions as the first sign of DOL's 
movement back towanJ a categorical mode of operations, which 
would soon be followed by sifcstantive intervention and seconc'- 
guessing. (73) 

TTTTF XX fnemrtment of Health an d Huian Services) 
After contactiT« the (Jiicago Regional Office of Program 
Ooonlination arri Review (OPCR), i*iich manages the federal aspects 
of Title XX, it was discovered that they have focused on the 
mechanical rather than the conceptual aspects of sen^ices provided 
by the states urrier the program. Instead of keeping the sUtes 
focused on the five na.lor goals of Title XX, OPCR has allowed the 
SUtes V ursue activities which, while paying lip service to the program's 
five goals, can resaU in the sUtes following their om goals, not 
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necessarily those of the program. An cxaniple of this occured 
«hen a state used Title XX f uixSs as an administrative expense and 
called that expense a service. (74) 

CDBT. fPemrHnent of Housing "^«» Ttevelonnentl 
Prior to the receipt of any funds, the CDBG (C3oiiinunity 
Development Block Grants) Program requires a detailed application, 
irtiich must IncluJe the following: 

(1) A surrary pl" of long range goals; 

(2) An annual plan t^or specific proposed activities; 

(3) A program relating local needs to national ctojectives; 

(4) Certificate's of compliance with a variety of federal 
statutes; 

(5) A housing issisUnce plan. (75) 

All this involves a great deal of »ork for the recipient of 
the block grant. 

Acconiing to HUD personnel who were on staff when CDBG was 
first inplenented. the CDBG of 1974 and of 1981 are very 
different. The CDBT, of 1974 had few reporting requirefnents . 
^ile the CDBG of 1981 has many. In fact, according to HUD 
personnel, the CDBT. of 1981 has more controls and papem,ric than 
all the categorical grants it replaced coit) led. (76) 
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nPERAL-STATE REIATIOTBHIP 

One of the •droinistrative goals oi block grants is the 
elimination of federal control and domination. Despite the 
Increase in block grant furriing, federal administrators have been 
T«lu:tont to cut the strings that have been tied to federal grants 
over the years. One of the explanations for the reluctonce of 
Coi«ress anS federal adnlnistrators to loosen controls over 
sUte atri local actions is skepticisn concerning state and local 
capacities to withstand pressures for tax reductions, debt retirement, 
an) unwarranted sifcsidies to local interests. (77) 

Another f acton contributing to this federal reluctance is a 
distrust of state goverrment. One close observer of developnent 
in state goverrront; argues that such a view, "ignores the essential 
revolution t: at has taken place in most state and local govemnents 
over the past fifteen years or so... Albeit in unequal measure, 
e states hav? replaced their constitutions, assigned more clear- 
at authority to their governors, reorganized their executive 
structures, moved to more professional bulgeting systenB, and 
Tiade their legislatures far more efficient and democratic." (78) 

A cerUin amount of conflict between the federal goveriment 
an) the sXate is inevitable. This conflict is due to differing 
perspectives, frm the stan)point of federal officials, special 
C5on)itions a/ri guidelines are merely devices to insure sUte 
conpliance with legislative requirements. State officials view 
the program fm-) a different perspective. Ibey see passage of 
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the block grant program by Congress as an indication that they 
•ill be Bibject to fe*er controls than under categorical grants. (79) 
This conflict can be illustrated by bbserving three block grant 
programs: lEAA, CETA, and CTOG. 

The law Enforcement Assistance ildministration has been forced 
to contend with this federal^tate conflict. Some state jilanniiig 
directors fear that LEAA desires for program infonnation will 
lead to a loss of state flexibili * and an increase in federal 
control. In response to a questionnaire on the LEAA Program, a 
few State Directors contended that the purpose of the block 
grant las to provide funis to the states to be spent according 
to their general plan, ulth few or no strings attached by LEAA. 

Some of this concern may be justified. Ftederal block grant 
programs are intended to achieve certain national policies, and 
one of the goals of federal grant designers is to develop programs 
with the least likelihood of recipient sifcversion. An importan; 
question is whether or .lot the increased flexibility given to 
local Jurisdictions by block grants has encouraged the recipient 
to sibvert federal intentions. (80) A stuJy of the Comprehensive 
Dnployment Training AJministration and the Oapiminity Developnent 
Block Grant Program conducted by Dr. Catherine lovell, of the 
University of California, Riverside, found that there was some 
evidence to irriicate siijversion. In each of the Jurisdictions 
Professor lisvell stalled, sane CETA positions were being used to 
f ujrf people who did not meet the income guidelines as strictly 
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intenmeted. In other Jurisdictions a portion of the CDBG fuiris 
was being used to pay for projects that were already planned in 
the Jurisdiction's own capital budget. (81) 

The extent and nature of a federal agency's powers is one of the 
basic issues in a block grant program. The question is whether 
the federal governnent or the states should have prinazy 
responsibility in insuring that the general purposes of the 
program are satisfied. There are strong tendencies on the part 
of federal agencies to exercise the power to establish and maintain 
national standards even under a block grant program. One reason 
for this tendency is found in Congressional behavior. (82) 

The propensity of (3ongress to amend existing legislation 
clearly holds true for block grants. All five federal block grants 
have been amended at least once and some several times. This 
amending may be for purposes of closing loopholes in the original 
legislation or adding new programs to the block. However, any 
time a piece of legislation is amended, its original intent may 
he changed. Over the course of several amendments, the legislation 
may take on an entirely new appearance. (See Attachments 1-^), 

Congress also puts pressure on federal administrators to 
review closely state and local activities. While Congress nay 
denand a snail federal staff because the federal role appears to 
be limited, it may at the same time require the federal agency to 
accowt for all funds spent at the state and local levels. (83) 



ERIC 



46 



-43- 

An example of this review is illustrated in Attachnents 6-8. In 
that case, a federal regional office checked into the legality of 
a state agency's proposed use of federal funds from a CDBG grant 
to be ised to natch a federal fonnula grant. Only after the 
federal regional office received a legal opinion frcn its regional 
attorney approving the states use of the federal funds, did the 
regional office approve the sUte grant. Even then, the regional 
office adced its central office to stuly the natter carefully to 
avoid inadvertently setting a bad precedent. 

STATE-ICCAL RELATIOfBHIP 

In a block grant program, the position of the state vis-a-vis 
a city or county recipient is sometimes airbiguois and often 
controversial. Ihe state may be expected to serve as planner, 
reviewer, coordinator, evaluator, or service deliverer. Frm the 
local vantage point, however, it may je an unwelcone partner - 
another layer of bureaucracy and red tape between the source of 
funds and the location of the problems. Where a federal-state 
block grant relationship prevails, for example, local governments 
nay perceive no real difference from previous categorical prograns, 
except that the state, rather than a federal agency, attaches 
^ings to funds. 

Many political factors explain the difficulties found in 
state-local relations: 

(1) Malapportioment of legislatures. 

(2) Debt management conflicts. 

(3) Restrictive laws governing cities. 

(4) State failure to give attention to uban problems. (84) 
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Ihe lack of state assistance to cities in uitan prbblem 
fields prdbably exjAains the negative opinion held by many cities 
towuxJ state goverments. Many states have been more oriented 
tovaxtS rural interests than toward those of isl^an areas. It roust 
be renenbered that the U.S. Supreme Oburt*s ''one man, one vote" 
doctrine, vhich forced many state legislatures to reapportion 
state and federal legislative districts according to popidation, 
was enunciated as late as 1962 in the case of Baker v. Our 
(369 U.S. 186). Ibst uxl^an block grants require state govertnents 
to administer federal programs to cities, an unfamiliar role for 
many state governnents. 

Cities and local forms of governnent may also be in an 
unfamiliar role to adequately administer federal block grants, 
iilth or without state expertise. One of the original intents of 
block grants was to shift from "grantsmanship," where the best* 
iTitten grant usually received the funds, to a more equitable 
situation where the neediest cause nas aided. Ihis was especially 
true with the CIBG program. Theoretically, local officials should 
have received funds based ipDn overall ccnniunity need, being free 
to define and shift target areas in which block grant funds were 
to be spent. 

Not all forms of local governnent had the expertise to handle 
these funds according to the block grant formula. Ihis situation 
led to a major decline in the amount of funds received by many 
ocmnunities lacking such expertise, along with large increases 
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1„ f mis to cormunities with the ability to administer block 
g«nts. In orier to ease the pain for the less sophisticated 
coranunities. the CDBG legislation incluJed a "hold harnless" 
provision x«iuirlng that for the first three years, no cammnity 
^tnd i«eive less than it received under the previous categorical 
pHDgnuns. m spite of this, hoover, sane cities reverted to 
their categorical program guidelines tvhen writing up their CDBG 
grants* (85) 

The same can be said for cerUin CETA prime sponsors. Block 
giunts may have appeared to simplify old federal manpower programs, 
flcwever. because of the varying degrees of sophistication «nong 
prime sponsors, the 'pro^TBS^ have been run with varying results. 
"Perhaps federal categorical grants were not as far out of line 
as «is hypothesized.' localities, at least on paper, appear 
concerned with nationally designated target groups - such as 
minorities, disadvantaged, and veterans." (86) 
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OONCmSION 

The federal grant-in-aid instrunent known as the block grant 
means different things to different people. As stated in this 
6tu3y, a block grant is a program by which federal funds are 
provided chiefly to general purpose governmental units in accordance 
with a statutory formula for use in a broad functional area, at 
the recipient's discretion. The block grant is not a sole Anerican 
pheiwmenon. In 1974, Great Britain introduced a block grant, the 
"T*ansport Sipplenentary Grant." 

It is clear from this stuly's evaluation of four federal 
block grant programs: LEAA, CETA, CDBG, and Title XX, that there 
Is no such thing as a "pure" block grant. This can be graphically 
illustrated. Illustration #1 represents the theoretically "pure" 
block grant anJ its relationship to other foims of federal 
financial assistance. However, Illustration fKi, which incluJes 
the aforenentioned federal block grant programs, represents the 
reality of this relationship. There are no clear lines of 
denarcation between blocK grants, and other forms of federal 
financial assistance, but —♦her an overlapping of then. 
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rme four federal block grant programs evaluated in this 
stuly account for a relatively small proportion of total expenditures 
in their functional areas. As a result, their programnatic Impact 
is difficult to discern. A cluster of categorical aids and state 
aid locally supported efforts crowl the same functional areas. 
If the block grants are to tackle the problems they ai« designed 
to address, their levels of funding must increase from previous 
levels^ If this cannot be accorqalished , the basic cbjectives 
soi^ht by Cor«ress must be ranked in order of Importance to avoid 
dilution of available resources. (87) 

While block grants emphasize need factors over "grantananship," 
political compromises to secure this end are difficult to achieve. 
Significant shifts often occur in program participants and areas 
served durii« the transition from a categorical to a block grant 
rode of operation. This developnent needs careful consideration 
itfhen evaluatir^ the viability of the block grant. A major premise 
urxJerlying block grants is that it assunes that need can be 
accurately measured anJ that the needy parties will be politically 
acceptable. Given the political realities, tio approaches to 
achieve this end are possible. First, to reach the needy, the 
block grant might be surrounded by narrowly defined, project- 
based, nationally administered categorioals with their own funding 
authorization, provided that these categorioals do not fiscally 
overwhelm the block grant. Second, to reach the needy, a 
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discretionary fund eoifld be established as a percentage of the 
total block grant appropriation administered by the head of the 
federal instrunentality operating the block grant. (88) 

Politically, this my be impossible. One of the basic issues in a 
block grant prograin is ivhether the federal govemnent or the 
states have primary responsibility to insure that the general or 
national purposes of the program are satisfied. There has been a 
8troi« tendency on the part of federal agencies to exercise the 
power to establish and maintain national standards under block 
grant programs. Ifhile Congress may limit the appearance of 
federal involvement in a block grant, it may also hold federal 
officials fully accountable for expenditures at the state level. (89) 
B!y setting block grant program, Congress has placed the 
federal administering agency in the role of "middleman" between 
Ooi«ress anS various interest groups on one side and recipient 
Jurisdictions on the other. Congress must provide national 
leadership aixJ direction ii^hile allowing recipients maximun latitxzJe 
In exercisii« discretion. This balance is difficult to achieve. 
Unless the federal administering agency takes proper steps to 
assure that the statute's intent is b^'^ng carried out and that 
federal funis are being used effectively, pressures for 
recategorization ndll grow. Recipients must be assured of genuine 
flexibility in tailoring funds to their needs or disillusioment 
with decentralization could occux-. A block grant does not abrogate 
federal responsibility but rather changes the nature an* extent 
of agency involvonent in program Implanentation. (90) (Dnphasis supplied). 
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Qtre must be exercised in drafting block grant legislation. 
It must be neither too specific nor too broad in scope. If it is 
too specific, the block grant beccmes a de facto categorical 
program, defeatii« the purpose of a block grant. If it is too 
broad, a "free-fowill" i»y result. The strongest and best- 
organized cause could take the lion's share of the funds available, 
regairSless of that cause's merits. Snaller and weaker causes, 
however meritorious, covJd be left with whatever renains. 

finally, if block granting is to fork, the perception of the 
roles of federal, stite, and local govemnent must change. The 
federal goverment must accept fifty "Sovereign" States which 
conprise one ftderal^ Union. Ibis is not to say that the Weral 
Supronacy Qause of the Constitution is inoperative. However, 
the several states must regain some of the "sovereignty" they 
surreiriered to the federal govemnent in receiving many forms of 
federal aid. In so doing, they must accept a greater degree of 
goverinental responsibility. This responsibility extends to 
local goverinents which are creatures of the sUtes. "Anerican 
FWeralian must face the question of dividing piblic powers 
between national, state, and local govemnent in a fashion that 
legitimately protects the interest of all." (91) 
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FIGURE I 

Evolution of Statutory Requirements 
in Crime Control Block Grant Program 

1968-1976 
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Attachnent #6 



HBTvin E. Gtvin, Reslooil AttonMy Jum 17. 1976 

Kegion V 



K«lph A. Ottirch, Director 
Office of RehabilitatioD Services 
itgim V 

Appllctbillty of ffiHT regulitions vli -t-vis KJD wgulitiors In Mtters 
Involving Federtl funds being used to «ttch Meral finds. 

Severml aonths tgo, the Midiigm Vocttloiua Rehabilitttion Services fVRS) 
proposed to use Federal noiies grsnted i«der the Housing and Cknanitv 
Jeytloinent ict of 1974 (PL 95-383) to latch finds tvailsble for whSlli- 
taOon purposed by the wthority of the Rehsbiliutioo *ct of 1973 (PL 93- 
112} as ancnded by thcj Rehabiliution AtndacnU Act of 1974 (PL 93-516). 
For arthority, Michigsn VRS relied upon the Meral Regulatttns for Se 
for»r act, fpecifically 24 dR 570.200 (a), (8), and (9). Ihesriegula- 
tioM sute, in part, that, •XJrant assistance for a coaanity develooacnt 
progrm m>- be used enjy for... (8) Provision of publia senricas not ©Sir- 
wise available in areas... where tuch services ax« detexained to be neces- 
sary... [for] irproving the oonamity's pifclic aenlces...rand] (9) Pfcy- 
«nt of the non-Federal share required in connection with a Merml crint- 
Ln-aid program undertaken as a pert of the cctonity developrwit procr*-. 
pursuant to sec. 570.303 (b) provided that such payaent shall be liaited 
to activities otherwise eligible inder this section." *«"i.cu 

QJT resjjlation specifically, 40 FR 54715, Nov«2>er 25, 1975 (sec. 1561.80 
(a) ) widch interpreu the RehabiliUtAon of 1973 as ftwnded states 
that, *'in order to receive the Federal share of cjqienditures mder the 
sute Plan, expenditures fraa state vr }pcal finds mder such pin aqual 
to the state's share nat be nade. SUch finds aay not cnsist of F^eral 
finds or of non-Federal finds that are applied to natch other Federal finds 
ecoept as Bay be specifically authorized by Congress....*' 

Ch the local level, all parties seem to agree that in this case, the use 
of Federal finds to mtch Federfcl finds was specifically authorised by 
Congrees. Ihis local consensus was dbe in part, to a 1«^1 interptvu- 
tion in the 1960*a given by HUD and accepted by the tehabilitation Srrv- 
ices Athiinistration, a Federal agency of idiich we are a part. That legal 
interpreution stated that block grant nonies become local fisids and, 
therefore, dnld be used to statch finds mder the then existing authority 
for vocation rehabiliution prograas. Ve are, however, mable to substa!- 
tiate this inteepreUtioQ. 

CRS:aiNS1ER:ejJ :6A7/76 
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Attachment fH 



Mph A. Chortfh* Dinetor » fc'>5 

Offlos of tehabilltation MnrlMi 
SKS« Chicago* ZIIImIo 



OCtlXtT 
OBD-10 



Office of tlio 6oB«rAl Counsox 
Chicago, ZllAaels 



BXS - Applicability of ETW RegulaUonf Tia-a-vii WD 
Regulations XsTolTiag Fodaral Funda Being Oaad to Match 
Yadaral Fondt 

1!hla la iB roaponaa to your ■aioraadw of Jana 17, lt7« 
with rafaranoa to tha oaptionad aatUr* aa aupplaaantad 
by your aMnorandon of October 12» lf7<. 

Tour a««oraadai praaanta tha qoeatlon of ^^J^^JJ^'^^f" „ 
proTlded by lUD to a SUta •9«»?r J«r»«J«t J^J 
knd CooTDunlty Oatalop-mt Act of iJ^J^'-^- X? 
ba oaed to aaat tha raqulraaanta of 4S C.F.I. llSfl.lO 
(aa publiahad in tha Mot. 25, l»75 Fadaral Kaglatar at 
ilSa'$471J) SlS raapact to tha proTlaion of Stata and local 
S^Sa! we ara of throplnion that auch funda J»j";<S/y 
BOD Bay be «i«d to aaUafy auch raqulraeenta of JS C.F.R. 
f 1361. 80 If tha acUTlUaa In question PJff • 
■unity DeYslop^nt Frograsi aa required by SaeUon IJM^H') 
Thereof 142 5.B.C. l5J05(a)(f)I and othanrlaa eligible aa 

■av eaiat aa to whether auoh acUTlUea are either part of 
rcoJSiSl "oivelopaent Frogram or otheivlM ^^f" 
24 c!fIji. 1570.200, It ihoald be resolved by ITO, the agency 
adrlnlftarlDg F.L. tS-SI3. 

Ihe ralemt language of 45 C.F.B. flKl.tO reada aa follcrs: 

•Such funda fi.a., fute or local funda) 
•ay not oonslst. of Federal funds • • • ^ 
except aa any ba apcdflcally authorised 
by Congreaa.* 
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Attachnent #6 



Hgt -2' 



Having flvm ytu til of the Infbraatlor i»b h«ve on the tatter, w 
wspoctfiiUy i«iue$t your lejil eplnion on two questimt: 

(1) TAA (btigress tpeciflcilly ithorlte Federal Mnles 
cmted avler Housing end CoSkinity Ifcvelopwnt Act Jj,** . , 

SS to UeTof ftltJ funds «iblia« Mlchlgsn V8S to fund loci whsbl- 
litttion progmst 

f21 Khen w Meral depertaent's Tesulatien'i , fP^i^^}^ 

depertDent'i tegultticns, »I«clflctlly ffiK'* 40 FR S47^ 

fretter Inurest, idii(3i depsrtaenfi regulations preraUT 

nie to the fact that these two questions have lenained 5?I 
SS^Sl^ST Procpt attSticn in this lutter %ould be greatly 

^jpreciated. 

Sincerely yours. 



Ralph A. OuxTCh, Dlrjctor 
Office of Fehabllltatlon Services 
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Attactnent ITS 

» 4 ; 

t 

4tAlph A. chnreh* Mr. t 
0MB, B9S0 ChioagOf XlliBoli , ^ JCr.':- 



Congnis ba« •peeifleally autherlBtd the of fundi pro- 
Tided by EUD under P.L. f 3-313 in flection lOS(a) (f) thereof « 
- which reade as follovsi 

*A Comunity DeTelopment frozen Miitted 
vnder thie title My inclvde only • • • 

(9) payaent of the tton-rederal ahare 
required in connection vith a 
Federal grant-in-aid prograa vnder- 
taken aa part of tha Commit Da- 
velopneat Frograa • • •* 

■UD baa iBplettented each atatutory langoage in 24 C.F.R. 
SS70.200(a)(f) aa follovai 

"Grant aaaiatance for a Coanunity Develop- 
«snt Progran may be osed only for the fol- 
loving activitieat 

e • • 

(9} Paymnt of the non-Federal ahare 
required in connection vith a 
Federal grant-in-aid progran under- 
taken aa part of the coosBunity develop- 
Mnt program purauant to %S70.303(b)« 
Provided* that such payaant ahall be 
limiuA to activitiea othezviae eli- 
gible vndar this aactien* 

Thtta« provided the eonditiena set forth in such BUIHadnin- 
iaUred ctatuta and regulation are wet, eonaaunity Oevelop- 
■ent Progran funda provided by BUD say be need to aatiafy 
the Boa-Federal ahara raqoiranenU of 4S C.F.R. S1361.t3. 

Xn your aupplcMntal iMBorandun of October 12 « 1976 « you 
forwarded a copy of a reviaion to 24 C.F.R. SS70.200 and 
fS70.201. ftcae reviaiona appear to relate to ehaftgea in 
activities eligible under a Comaunity Developaent Prograr.. 
Vothing in auch reviaiona would appear to require aodi fl- 
ea tion of thia opinion. 
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Attachnent in 



Ralph A. -Church, . . ' ■ Uy 

5s. IBS, Chicago. Xlllnoit 

this ■enoranauB rtaponda dlractly only to what wa 

S your Juna 17, «7« ««>™^>«»',1J/?!" K of 
*ha aacond quaiUon requiraa apaeifie i"*^;" 
SI JS^ing wa do not aaa any cgj^i^*^*^*" 
ragulaUona aod HW ragulaUona In thia Mttar. 

KarrlB ». Carln 
Itegional Attorsay 

*^»6bart C. Cordak 

Assiatant Regional Attomay 
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Attachment 06 

crnci or ksabzlxxasiob ssmcB/osD 



lUlfti A. Chores, MrMtor 



IMcnd fWda leias OMd to Ksteh r«4«nl fteda 



ta« aoBtha mo, %h» KicMcaa foeatloMl Iteh&billtctloa BwrlMt (TBS) 
propoMd to Mt Mar . moult gnatad mdcr tk« loaslag ud Ccml ty 
9vr«loiMat Act of 19 4 (H. 9>38S) m <MB4«d to asteh fMtrol Andt 
■ad* OTmlloUt fbr fi pwpeooo tgr tbi BohafeUltctioo Aot of 197) 
CfL 95-112) M aHDiLd. 

I 

But to tte ftet that this propotltlM vould ttukle FMcnl Asdi to Mteb 
r^dml fndSt «t Mktfd Btf'a Omct of iha OcMrU OmmI fw BtffloD T 

9id OoecroM welflolly ovtberlM Vodcrml nits grmBiod 
nder A 93-383 — arndxl to W wtd la lira of itoto 
aotdJac fund* to ooaklt Kiebifia VXS to tmA local robab- 
illtatlOB frocrou ftedad %7 Fodtral Beoloa graatod aadtr 
n 93-112 aa waadodt 

Vbaa tM Fadaral ArpvtMSt*! rtfulatioea, fpoeifUally 
■UD'a t$ CFB $T0.200(a). (8) and (9). •eafUtts vltb 
anotbar Fodaral dapartMBt'a ragoUtleot, tpaelfltaUy 
Btf'a (5 era 13£il.80(a), ia & aatte* la abicb tbo Uttar 
AapartMst baa a p^ttr tataraat, f^eb iapartant'o 
MKulailoaa yravmilt 

Tba yropotltloQ Wenw aora aonplaz vltb tte Aacoat 31, 197^ iatoMe* of 
lafDXBatlen MMoraadw ]tSA-ZM-T6-112 Vbleb lafexvad aa *f tbo fyotbor 
meadlae of TL 93-383 bj R. 9l»-ST5. Boeaaaa TL 93-383 " Madad bov la- 
cludaa a«t»rt for tba baadieaiT^d ai a aoanmltj daralopMBt trograB 
oailataT'mdar tb* Act, Micblgaons Mj abooaa to axplelt tbai* radaral 
fteda. 
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